



































MIAMI BEACH EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2007 AND 2006

Note 3 — Contributions

For the fiscal year ended September 30, 2007, the City was required to make contributions
of $4,415,158 (or 17.08% of covered payroll) and $1,903,883 (or 17.57% of covered
payroll), to the former Retirement system for Unclassified Employees and former
Retirement System for General Employees Plans, respectively, in accordance with
actuarially determined requirements computed through an actuarial valuation performed as
of October 1, 2005. On February 28, 2006 an actuarial impact statement was performed
which increased the required employer contributions of the City for the Plan by $6,734,190
or 12.72% of combined payroll.

For the fiscal year ended September 30, 2006, the City was required to make contributions
$1,674,339 (or 17.28% of covered payroll) and $3,825,990 {(or 15.35% of covered payroll),
to the former Retirement system for Unclassified Employees and former Retirement System
for General Employees Plans, respectively, in accordance with actuarially determined
requirements computed through an actuarial valuation performed as of October 1, 2005,

For the fiscal year ended September 30, 2007 and 2006, the employees contributed
$11,484,385 and $20,865,291, respectively. The September 30, 2006 contributions include
migrated pension balances from the City of Miami Beach Employees 401(a) accounts which
amounted to $10,187,256.

Note 4 —~ Deposit and Investment Risk Disclosures

a. Investment Authorization

The Plan’s investment policy is determined by the Board of Trustees. The policy has
been identified by the Board as having the greatest expected investment retumn, and the
resulting positive impact on asset values, funded status, and benefits, without exceeding
a prudent level of risk. The Trustees are authorized to acquire and retain every kind of
property, real, personal or mixed, and every kind of investment specifically including, but
not by way of limitation, bonds, debentures, and other corporate obligations, and stocks,
preferred or common, which persons of prudence, discretion and intelligence acquire or
retain for their own account.

Investment in all equity securities shall be limited to those listed on a major U.S. stock
exchange and limited to no more than 70% (at market) of the Plan’s total asset value
with no more than 5% of an investment manager’'s equity portfolio invested in the shares
of a single corporate issuer. Investments in stocks of foreign companies shall be limited
to 10% (at cost) of the value of the portfolio.

The fixed income porifolic shall be comprised of securities rated “BBB” or higher by
Standard & Poors rating services with no more than 5% of an investment manager's
total fixed income portfolio invested in the securities of a single corporate issuer.
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MIAMI BEACH EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2007 AND 2006

Note 4 ~ Deposit and Investment Risk Disclosures [continued)

b. Types of Investments

Florida statutes and Pilan investment policy authorize the Trustees to invest funds in
various investments. The current target allocation of these investments at market is as
follows:

Target % of
Authorized investments portfolio
Domestic equities 60%
Fixed income 33%
International equities 7%

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the
fair value of an investment. Generally, the longer the maturity of an investment the
greater the sensitivity of its fair value to changes in market interest rates. As a means of
limiting its exposure to interest rate risk, the Plan diversifies its investments by security
type and institution, and limits holdings in any one type of investment with any one
issuer with various durations of maturities.

Information about the sensitivity of the fair values of the Plan's investments to market
interest rate fluctuatlons is provided by the following table that shows the distribution of
the Plan's investments by maturity at September 30, 2007 and 2006.

2007

State of Israel 250,000

Investment Maturities (in years)

Investment Type Fair Valus Less than 1 1to 5 6to 10 More than 10
U.S. treasuries $ 3,684,191 $ - $ - $ 1,233,714 $ 2,460,477
U.S. agencies 9,801,085 - 1,727,487 665,387 7,408,211
Corporate bonds

and notes 26,606,171 754,554 8,400,858 6,897,068 10,553,691
Bond funds 90,745,990 -

- 26,031,023 64,714,967
- 250,000 - -
$131,007.437  § 754564 §£10378,35 §$34,827,192 $85,137,346

2006
Investment Maturities (in years)

Investment Type Fair Value Less than 1 105 6to 10 More than 10
U.S. treasuries $ 5,929,176 3 - $ 2,589,850 $ - $ 3,339,326
U.S. agencies 5,693,709 496,015 868,394 2,087,535 2,241,765
Corporate bonds

and notes 25,173,328 775,808 10,388,157 5,529,067 8,480,296
Bond funds 84,162,676 - 19,362,179 64,800,497 -
State of Israsl 250,000 250,000 -
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MIAMI BEACH EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2007 AND 2006

Note 4 — Deposit and Investment Risk Disclosures {continued)

d. Credit Risk
Credit risk is the risk that a security or a portfolio will iose some or all of its value due to a
real or perceived change in the ability of the issuer to repay its debt. This risk is
generally measured by the assignment of a rating by a nationally recognized statistical
rating organization. The Plan’s investment policy utilizes portfolio diversification in order
to control this risk.

The following table discloses credit ratings by investment type, at September 30, 2007
and 2006.

2007

Percentage
Fair Value of Portfolio

U.S. government
guaranteed* $ 13,495,275 1029%

Quality rating of credit
risk debt securities

AAA 89,972,029 68.63
AA+ 126,239 0.10
AA 2,895,129 2.21
AA- 1,645,602 1.26
A+ 2,669,821 2.04
A 5,889,833 4.49
A- 983,099 0.75
BBB+ 7,592,719 5.79
BBB 3,795,253 2.89
BBB- 645,018 0.49
BB+ 511,771 0.39
Unrated 875,649 0.67
Total credit risk debt

securities 117,602,162 89.71
Total fixed

income securities $131,097,437 _100.00%

*Cbligations of the U.S. govemment or obligations explicitly guaranteed by the U.S. govemment are not
considered to have credit risk and do not have purchase limitations.
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MIAMI BEACH EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2007 AND 2006

Note 4 — Deposit and Investment Risk Disclosures [continued)

d. Credit Risk {continued)

2006

Percentage
Fair Value of Portfolio

U.S. government
guaranteed® $ 11,622,885 9.59%

Quality rating of credit
risk debt securities

AAA 59,749,223 49.29
AA+ 19,735,493 16.28
AA 3,577,234 295
AA- 1,283,243 1.06
A+ 1,476,115 1.22
A 8,318,762 6.86
A- 2,483,830 2.05
BBB+ 3,865,520 3.18
BBB 7,535,604 622
BBB- 362,247 0.30
BB+ 324,510 0.27
Unrated 804,223 0.73

Total credit risk debt securities
109,586,004 90.41

Total fixed income securities $121,208,889 _100.00%

*Obligations of the U.S. govemment or obligations explicitly guaranteed by the U.S. govemment are not
considered to have credit risk and do not have purchase fimitations.

e. Concentration of Credit Risk
The investment policy of the Plan contains limitations on the amount that can be invested

in any one issuer as well as maximum portfollo allocation percentages. There were no
individual investments that represent 5% or more of plan net assets at September 30,
2007 and 2006.

f. Custodiai Credit Risk
This is the risk that in the event of the failure of the counterparty, the Plan will not be
able to recover the value of its investments or collateral securities that are in the
possession of an outside party. Consistent with the Plan's investment policy, the
investments are heid by Plan's custodial bank and registered in the Plan’s name.
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MIAMI BEACH EMPLOYEES’ RETIREMENT PLAN
REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2007 AND 2006
(unaudited)

Schedule 1" — Schedule of Funding Progress

(in thousancds)

Actuarial UAAL as a
Actuarial Actuarial Accrued Liability % of
Valuation Value of (AAL) - Unfunded Funded Covered Covered
Date Assets Entry Age AAL (UAAL) Ratio Payroil Payroll
10/1/01 $ 336,024 $ 292,748 $ (43,276) 114.8% $ 27,664 (154.6)%
10/1/02 322,181 319,831 { 2,350) 100.7 30,351 ( 7.7)
101103 320,053 338,904 18,851 94.4 34,489 54.7
10/1/04 320,736 352,105 31,369 91.1 34,619 90.6
10/1/05 325,727 368,096 42,369 88.5 36,680 116.5
10/1/06 358,459 448,933 90,585 79.8 57.391 157.6
.aﬁsr changes
Schedule “2” - Schedute of Contributions by Employer
Year Ended September 30, Annual Required Contribution Percentage Contributed
2002 $ - nfa
2003 1,226,457 100 %
2004 2,476,702 100
2005 5,082,595 100
2006 5,500,329 100
2007 13,053,231 100

The information presented in the required supplementary schedules was determined as part of the
actuarial valuations at the dates indicated. Additional information as of the latest actuarial valuation

follows:

Valuation Date

Actuarial cost method

Amortization method

Remalning amortization period

Asset valuation method

Actuarial assumptions:
Investment rate of retum*
Projected salary increases*

*Includes inflation at
Cost-of-living adjustments
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10/1/06
Entry age
Leve! dollar

30 years

S-year smoothed market

8.75%
6.0%
4.0%
2.5%



